The effects of the current global economic crisis are widespread. The economic downturn has affected large sectors of the population in developed and developing countries and international immigrants have not been the exception. This paper documents the recent slowdown in workers' remittances, the money that international immigrants send to their countries of origin. Current data indicates that remittance flows have decreased for all regions of the world. Latin America stands out by reporting an almost zero percent growth rate of remittances for 2008. Among Latin American countries, Mexico (the largest recipient of remittances in the region in terms of volume) seems to be the most affected with a decrease of more than US$900 million between 2007 and 2008. This article also presents evidence of the impact of some of the factors associated with the current economic crisis on remittances flows. The results indicate that there is a strong link between housing activity in the United States and remittances flows. 
Introduction
Remittances -the money that international immigrants send to their countries of origin -have captivated the attention of scholars of different social sciences. This interest stems in part from the large volume of these flows. A recent report from the World Bank (2008) indicates that in 2008, migrants sent about US$306 billion back to their home countries. Recipients of these transfers typically spend the money on necessities such as food, housing, health care and educational expenses (Amuedo-Dorantes et al. 2007; Edwards and Ureta, 2003; Gitter and Braham, 2007; Valero-Gil, 2008) . Moreover, remittances have helped receiving countries deal with financial distress and have been an important source of support during humanitarian crises (Savage and Harvey, 2007) . Contrary to foreign direct investment, remittances have a direct impact on household incomes and, since there is no need of direct government intervention, remittances are less likely than foreign aid to end up in the hands of corrupt government officials (Kapur, 2004) . In addition, remittances also represent a lucrative business for many banks and money transfer agencies in the United States and abroad (Wucker, 2004) . (World Bank, 2008) . According to a recent report by the Pew Hispanic Center, among Hispanic immigrants in the United States who sent money back home during the last two years, more than seven-in-ten (71%) say they sent less in the past year compared to the prior year. The report goes on to say that among foreign-born Hispanics who say they sent less money abroad in the past year, 83% cite tougher financial circumstances as the main reason (López et. al, 2009 ). The effects of the current global crisis are widespread and international immigrants have not been the exception.
Given the importance of remittances for receiving countries and the potential benefits of these flows, it comes as no surprise that the sudden decline in the growth of workers' remittances has generated significant attention from the media. 1 However, there is a need for a more systematic study and economic analysis of the decline in these flows. In particular, it is important to evaluate the size of the decline, investigate some of the specific factors that have triggered the decline, and to understand how remittances may, ultimately, constitute one of the transmission mechanisms of the current financial crisis.
In this paper we document the recent downturn in workers' remittances. We answer questions like: Are some regions more affected than others? What are the countries with the largest decreases in these transfers? What are some of the reasons for the decrease in remittances transfers? Should we expect remittances to comeback in the future? We also present statistical evidence of the impact of some of the factors associated with the global financial crisis (i.e. decrease in housing activity) on remittances flows. While we discuss remittance transfers worldwide, we focus on Latin America, the region with the lowest growth of remittances in 2008. We believe that the topic discussed in this paper is particularly timely and relevant. While the current global economic crisis has many ramifications we need to remember that the money that immigrants send to their home country is an extremely important source of income for families and businesses in the developing world. Therefore, it is essential to understand the reasons and consequences of this slowdown in migrants' transfers.
The next section of the paper takes a closer look at the global slowdown in remittances and looks at the patterns of these flows both by region and by type of country. The third section discusses the slowdown of remittances to Latin America. We place special emphasis on the drop
of remittances to Mexico and analyze the role of the US housing market on the decrease of remittances flows. The last section includes a summary of the results and the conclusions of the study.
2
The Recent Global Slowdown in Remittances: A Closer Look (Ratha, et al., 2009 ). This has led the World Bank to change their projections of growth in remittances for 2009 and 2010, to a decrease in these flows of 5 to 8 and 0.1 percent, respectively.
One of the most important reasons for the plunge in workers' remittances is without a doubt the current global economic crisis. Nonetheless, it is important to note that other factors could have artificially increased the growth rate of remittances during the previous decades.
First, there has been an increased effort in tracking these flows on the part of central banks in many receiving countries (Suro, 2002) . Previously, central banks were not paying enough attention to these flows. However, the evidence regarding the importance and the vast amount of these flows has encouraged many governments to closely follow the patterns of remittances. Part of this increased supervision of remittance flows (especially since September 11, 2001) responds to concerns expressed by governments in developed countries regarding money laundering and the financing of terrorism activities (Maimbo, 2004) . 2 There has also been a shift in the transmission mechanism of this money. In the past it was often the case that important shares of these transfers were sent with family and friends visiting the home country or through some other informal channels. However, there has been a decrease in the cost of remitting through formal channels (Freund and Spatafora, 2008) and, as a consequence, nowadays a larger share of these flows is sent as wire transfers, flows that are more easily recorded by central banks. Still, even if we account for all these facts, the recent decline in remittances is just too dramatic and sudden to be explained solely by improvements in data recording.
The global figures are surprising but it is perhaps even more interesting to look at the percent (again, showing the lowest growth rate for any region that year). Given this remarkable decrease in the growth rate of remittances to Latin America we dedicate the rest of the paper to describe the slowdown in migrants' transfers to this region and to explore the possible reasons for this slowdown. In particular, we focus on the case of Mexico for which data availability allows for a more systematic study. Other alternative explanations for the slowdown in remittances are tougher migration controls, the recent raids of factories that hire undocumented workers, and the crackdown on undocumented workers in the United States (Ratha, et al., 2009 ). The number of undocumented workers arrested at workplaces increased from 500 in 2002 to 3,600 in 2006 (Capps et al., 2007) .
The Drop in Remittances to Latin America: Timing and Causes

The Overall Picture
These raids make it more difficult for undocumented workers, the majority of which are Hispanics, to stay in the United States. This also makes job opportunities for immigrants scarcer over time. It is also likely that given the current economic conditions and the scarcity of jobs in the United States, many potential undocumented migrants may have decided not to cross the border. It is known that migration patterns tend to adjust to changing economic conditions. In fact, there is evidence of a slowdown in the rate of growth of the United States foreign-born population since 2007 (Papademetriou and Terrazas, 2009 Figure 2 plots the quarterly inflows of remittances to Mexico.
Again, as with Colombia, it is possible to appreciate the positive trend of remittances over time.
Notice how remittances were mostly flat for the 1990s before starting to increase significantly in the early 2000s. Figure 3 shows the annualized rate of remittances in which case it is perhaps easier to observe the decline in the flows. A series of factors, other than the economic crisis, may help explain some of this decline. For instance, as we mentioned in another section of this article, there has also been a significant improvement in data about remittances during the last decade.
Therefore, some of the increase in remittances during the 1990s may have been artificially generated by the improvements in the collection of the data. Before 2000, monthly remittance levels to Mexico were inferred from an outdated 1990 census of financial institutions and information gathered from money exchange houses and electronic wire-transfer companies (Cañas et al., 2007 Ewing and Wang, 2005; Falk, 1986; Fratantoni and Schuh, 2003; Vargas-Silva, 2008) significant. In the case of housing starts it seems that the response is positive for the first ten periods and becomes significant for the first time after four periods. On the other hand, the response of houses sold is initially negative (although insignificant) and then turns positive and significant after three periods. This indicates that after controlling for some of the standard macroeconomic determinants of remittances, we are still able to find evidence that shocks to housing activity in the United States have an impact on remittances flows to Mexico. Therefore, at least for the case of Mexico we are able to gather evidence of a direct impact of housing activity in the United States on the flow of migrants' money.
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US Housing Activity and the Slowdown in Remittances.
While the results of the above empirical exercise are interesting, we need to validate the link between housing activity in the United States and remittances flows in general. In particular, in order to link the actual decrease in housing activity to the decrease in remittances to Latin
America we must also show that the crisis is actually affecting those markets in which Hispanics remitters tend to concentrate. In order to explore this possibility we look at state level data from the United States. If the housing market is one of the main culprits for the slowdown in remittances, then the housing crisis should be affecting those states in which remitters concentrate. The first column in Table 3 Column (5) in Table 3 reports the number of foreclosures per 5,000 housing units in More evidence on this regard can be found in columns (7) and (8) In order to have a more systematic comparison of the columns of While this slowdown in remittances is too recent for us to conduct a comprehensive econometric analysis, we are able to present some statistical evidence of the impact of the United
States housing market on remittances flows. Using data from Mexico and a vector autoregressive model we are able to show that shocks to housing starts and houses sold in the United States have a significant impact on remittance transfers. We also show that some of the states were Hispanic remitters concentrate (e.g. California, Illinois and Arizona) have been hit particularly hard by the housing crisis in terms of foreclosure rates and decrease in construction activity.
Using standard and rank correlations, we are further able to present evidence of a significant correlation between the volume of remittances in previous years and the severity of the current housing crisis at the state level.
Still, it would be hard to argue that the decrease in remittance flows has been exclusively the result of the global economic crisis. Some other factors, such as improvements in data collection, may have artificially increased the growth rate of remittances during the 1990s and early 2000s. In addition, tougher restrictions on undocumented migrants in the United States may have also affected remittances flows. However, the evidence we present suggests that the decrease in construction activity, a sector in which international immigrants tend to concentrate, is a major culprit for the slowdown in remittances. This may be in one sense good news.
Remittances often imply a family commitment and its ties are strong. Therefore, we could expect remittance flows to come back at some point in the future if the global economic situation stabilizes and the condition of the United States housing market improves. Notes: The numbers in parenthesis are t values and * indicates significance at the 1%, ** at the 5% and *** at the 10% level.
